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SUBJECT: WINE SITUATION IN FRANCE 

REF: A) EC BRUSSELS 08043; B) PARIS A-366 

SUMMARY: PRIME MINISTER CHIRAC AFTER 2-HOUR MEETING 
WITH LEADERS FROM WINE PRODUCERS AS WELL AS MAJOR FARM 
ORGANIZATIONS ANNOUNCED THAT GOF WILL ADOPT AN IMPORT 
TAX OF ABOUT 15 PERCENT ON ITALIAN WINE IMPORTS. WHILE 
FARM LEADERS BELIEVED TAX NOT HIGH ENOUGH, THEY WERE PLEASED 
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AT PERSONAL INTERVENTION OF CHIRAC AND PROMISES FOR CON- 
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TINUED ATTENTION TO PROBLEM. END SUMMARY 

1. AFTER EC MINISTERS' COUNCIL OF SEPTEMBER 9, WHERE 
DISCUSSIONS FAILED TO PRODUCE ANY COMMON SOLUTION TO 
EASE THE FRENCH WINE SITUATION (REF A), FRENCH CABINET 
AS EXPECTED IN ITS MEETING OF SEPTEMBER 10, ADOPTED UNI 
LATERAL MEASURES. PRIME MINISTER CHIRAC AND AGMINISTER 
BONNET PRESENTED AND DISCUSSED THESE MEASURES DURING 
A 2-HOUR MEETING ON SEPTEMBER LL WITH WINE PRODUCER 
LEADERS AND NATIONAL FARM ORGANIZATION LEADERS. 

2. AFTER THIS MEETING CHIRAC EXPLAINED TO JOURNALISTS 
THAT GOF FIRMLY INTENDS TO FIND SOLUTIONS TO CURRENT 
PROBLEMS. HE UNDERLINED FACT THAT FRENCH MEDITERRANEAN 
WINE PRODUCTION REPRESENTED UNIQUE WEALTH FOR FRANCE AND 
THAT MOST OF WINES PRODUCED IN THIS REGION WERE GOOD 
QUALITY WINES, WHICH COULD BE EXPORTED IN LARGER QUANTI- 
TIES. BUT HE EXPLAINED THAT DUE TO LIRA DEVALUATION 

THESE WINES NOW HAVE TO MEET AN UNFAIR COMPETITION, AND 
THAT THEIR PRICES HAVE NOT INCREASED AS PRODUCTION COSTS 
INCREASED. THUS CHIRAC STATED HE BELIEVES MOST OF CUR- 
RENT REQUESTS OF FRENCH MEDITERRANEAN WINE PRODUCERS ARE 
JUSTIFIED. 

3. PRIME MINISTER THEN EXPLAINED THAT TO EASE CURRENT 
SITUATION, FRENCH GOVERNMENT WILL APPLY A SAFEGUARD MEASU 
MEASURE. A TAX OF 1.13 FF PER DEGREE HECTOLITER WILL BE 
APPLIED TO ALL ITALIAN WINE IMPORTS. TAX WILL BE EFFEC- 
TIVE IMMEDIATELY AND NO TIME LIMIT HAS BEEN FIXED FOR 

THE MOMENT. ACCORDING TO CHIRAC, THIS TAX DOES NOT 
COMPENSATE ENTIRELY EFFECTS OF DISTORTION, BUT IT WILL 
EASE THE SITUATION. ALSO PRIMINISTER DECLARED THAT THIS 
DECISION CONFORMS TO SPIRIT OF THE COMMUNITY. CHIRAC 
EXPLAINED THAT THIS MEASURE WAS NOT AN ATTACK AGAINST 
ITALY AND THAT HE WILL SOON HAVE OCCASION TO DISCUSS IT 
AT HIGH POLITICAL LEVEL WITH THE ITALIANS. 

4. A 1.13 FF TAX MEANS AROUND 15 PERCENT TAX AD VALO- 
REM FOR CHEAPEST WINE IMPORTED FROM ITALY, AS MINISTER 
BONNET RECENTLY DECLARED THAT THESE WINES WERE IMPORTED 
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AT AROUND 7.80 FF PER DEGREE HL. THIS TAX THUS MEANS A 
MINIMUM PRICE OF 8.93 FF PER DEGREE HL. FOR IMPORTED 
ITALIAN WINES. 

5. ON THE LONGER TERM, CHIRAC EXPLAINED THAT CURRENT 
ORGANIZATION OF FRENCH WINE MARKET WAS UNSATISFACTORY 
AND THAT IT MUST BE CHANGED IN COMING MONTHS. AGMINIS- 
TER BONNET HAS BEEN DESIGNATED TO DISCUSS WITH FARM 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 


LEADERS IN COMING 2 MONTHS THE ACTIONS TO BE TAKEN IN 
THIS AREA. THE AIMS OF THIS MARKET ORGANIZATION ACCORD- 
ING TO CHIRAC WILL BE TO PROVIDE WINE PRODUCERS A REVENUE 
GUARANTEE THAT THEY HAVE NOT HAD UP TO THIS TIME. 

6. AFTER MEETING WINE PRODUCER LEADERS OF SOUTHERN 
FRANCE EXPRESSED THEIR SATISFACTION. THEY THINK THAT TAX 
IMPOSED ON ITALIAN WINES IS TOO LOW, BUT WHAT IS IMPOR- 
TANT IS THAT NOW THEIR PROBLEMS ARE RECOGNIZED AND DIS- 
CUSSED AT HIGHEST POLITICAL LEVELS. ALSO, IN THE LONG 
TERM LEADERS ARE PLEASED THAT CHIRAC RECOGNIZES THAT 
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CURRENT MARKET ORGANIZATION IS INSUFFICIENT AND THAT 
THEY MUST HAVE A REVENUE GUARANTEE. APPARENTLY, AGMINIS- 
TER BONNET IN HIS COMING DISCUSSIONS WITH FARM LEADERS 
WILL TRY TO ESTABLISH A WINE OFFICE WHICH WILL REGULARIZE 
THE MARKET. 

COMMENTS: APPARENTLY THE WINE PRODUCERS' REACTIONS TO 
THIS DECISION WILL BE GOOD EVEN THOUGH THEY THINK THE 
TAX TOO LOW. CHIRAC REFUSED TO DISCUSS POSSIBLE RET ALIA* 
TION MEASURES ITALY MIGHT ADOPT ON FRENCH AG IMPORTS. 

IN 1974 FRANCE EXPORTED 6.3 BILLION FF OF AGRI- 
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CULTURAL PRODUCTS TO ITALY, THE SECOND IN IMPORTANCE JUST 
BELOW GERMANY, WHILE ITALIAN EXPORTS TO FRANCE AMOUNTED 
TO ONLY 1 .7 BILLION FF. APPARENTLY HE WILL NOW TRY TO 
CONVINCE ITALIAN POLITICAL AUTHORITIES THAT A 
SOLUTION CAN BE FOUND THROUGH THE ALLOCATION OF FINANCIAL 
AIDS TO ITALIAN WINE PRODUCERS TO STOCK THEIR WINE. IN 
ORDER TO DEDRAMATIZE THE SITUATION HE AVOIDED ANY DERO- 
GATORY JUDGEMENTS ON ITALIAN POLICY. 

ACCORDIRG TO CHIRAC THE MEASURES TAKEN BY FRANCE TO RE- 
ESTABLISH THE COMPETITIVE SITUATION BETWEEN ITALIAN AND 
FRENCH WINES HAVE BEEN AGREED TO BY EC MEMBERS EXCEPT 
ITALY, AND THEY CONFORM TO SPIRIT OF THE EC. BUT ON 
LONG TERM POLICY NO MENTION WAS MADE OF HOW THE REFORM 
OF FRENCH WINE MARKETING REGULATIONS TO BE ESTABLISHED 
IN THE 2 COMING MONTHS BY WORKING GROUP HEADED BY AGMI- 
NISTER BONNET COULD FIT WITH CURRENT EC REGULATIONS AND 
PARTICULARLY THE REVENUE GUARANTEE TO WINE PRODUCERS TO 
WHICH GERMAN AND COMMISSION OFFICIALS ARE OPPOSED. AP 
PARENTLY IN THIS AREA TOO CHIRAC WILL NOW TRY TO SOLVE 
THE PROBLEM AT HIGH EC POLITICAL LEVELS. 

CHIRAC’S FINE HAND IS AGAIN RECOGNIZABLE (REF B ). THIS 
NEGOTIATION ON WINE PROBLEMS WITH FARMERS HAS BEEN MADE 
BY THE PRIMINISTER WHO AS FORMER AGMINISTER IS STILL 
VERY SENSITIVE POLITICALLY TO FARMER PROBLEMS AND HE 
WANTS TO KEEP THE CONFIDENCE THAT FRENCH FARMERS HAVE IN 
HIM. ONCE AGAIN HE HAS SUCCEEDED, AND FARM LEADERS ARE 
HAPPY TO SEE HIM PERSONALLY TAKE CARE OF THEIR PROBLEMS. 

AS ONE WINE PRODUCER LEADER SAID ABOUT BRUSSELS DECISION 
: WE DIDN'T REALLY EXPECT ANYTHING. WHAT WE HAVE BEEN 
WAITING FOR IS WHAT CHIRAC WILL DO. CHIRAC ALSO EM- 
PHASIZED THAT HE WILL CONTINUE TO WATCH CAREFULLY THE 
EVOLUTION OF THE WINE SITUATION AND WILL BE READY TO RE- 
CEIVE AGAIN THE WINE PRODUCERS IF THERE ARE STILL PRO- 
BLEMS IN THE COMING MONTHS. 
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